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GENERAL ACCOUNTING OFFICE
Financial systems are the cornerstone of good internal control and are critical to
ensuring accountability, according to a GAO report recently released. The costs
of inadequate Federal financial management systems have been chronicled--fraud,
waste and abuse amounting to billions of dollars, and the American public's loss
of confidence in the federal government, according to the report. The report,
entitled "Financial Management:
Responses to 17 Questions," includes the GAO's
response to a series of questions concerning Federal financial management,
financial reporting and accounting operations.
There is recognition today that
most of the government's accounting systems are outdated,
inefficient, and
ineffective and that improvements in financial management are urgently needed, the
GAO said.
The GAO proposed legislation which would, among other things, 1)
establish an Under Secretary of the Treasury for Federal Financial Management and
similar positions in the departments and major agencies; 2) provide for a 5-year
plan to guide financial management improvement efforts; and 3) require the annual
preparation and independent audit of agency financial statements.
Copies of the
report, GAO/AFMD-88-63BR, may be obtained by writing the GAO at P.O . Box 6015,
Gaithersburg, MD 20877, or by calling the GAO at 202/275-6241.

LABOR, DEPARTMENT OF
John P. Helms. CPA, has been appointed chief of the Division of Enforcement Support of
the Office of Enforcement for the Pension and Welfare Benefits Administration. In
this position, Mr. Helms will assist the director of enforcement in planning,
coordinating, and implementing national policies and strategies which support
investigative, audit, and litigation functions under the Employee Retirement
Income Security Act (ERISA). He was previously a senior staff accountant in the
division.
Prior to that, Mr. Helms worked in the Special Litigation Division of
the Office of the Solicitor, where he provided expertise in the areas of auditing
and accounting for ERISA cases litigated by the department from 1980 to 1985.
In
the 1970s, Mr. Helms held several accounting, auditing, and investigative
positions with the Labor-Management Services Administration and Pension Benefit
Guaranty Corporation. Mr. Helms has been a member of the AICPA since 1985.

SECURITIES AND EXCHANGE COMMISSION
The

proposed rules to require that registrants include a report of management's
responsibilities in Forms 10-K and N-SAR and annual reports to security holders
have been published (see the 7/26/88 Fed. R e g . pp. 28009-18).
The management
report would contain a description or statement of management's responsibilities
for the preparation of the registrant's financial statements and other financial
information, and for establishing and maintaining a system of internal control
directly related to financial reporting (see Wash. R p t . 7/25/88).
Comments should
be received by 10/24/88 and be submitted to Jonathan G. Katz, SEC, 450 5th St.,
N.W., Washington, D.C. 20549.
Comment letters should refer to File No. S7-14-88.

A t a 7 / 2 8 / 8 8 o p e n m e e t i n g , m em bers o f t h e C o m m issio n v o t e d u n a n i m o u s l y t o i s s u e f o r
comments proposed amendments of forms which would serve as cover sheets for
accountant examination certificates. The accountant examination certificates are
required to be filed with the SEC under the Investment Advisers Act of 1940.
The
forms are designed to facilitate the proper filing of examination certificates
and, thus, increase the accessibility of such information to both investors and
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the Commission's staff.
The Commission's staff noted at the meeting that although
the instructions to the cover sheets state that the accountant must file the
forms, the investment adviser or the investment company has the ultimate
responsibility to see that the certificates and accompanying forms are filed (see
Wash. R p t . 7/25/88).

TREASURY. DEPARTMENT OF
Proof copies of the major 1988 Federal income tax forms for businesses have been
released by the IRS. Included are Forms 1120, 1120-A, 1041, 1065, and 1120S and
the Schedules K-1 that accompany the last three forms.
The IRS is requesting
comments on the forms by 8/22/88.
The comments should be sent t o :
Tax Forms
Committee, ATTN:
Early Release, IRS, Room 5577, 1111 Constitution Ave., N.W.,
Washington, D.C. 20224.
Copies of the proof forms are available by writing the
IRS at P.O . Box 9903, Bloomington, IL 61700-9903.

Ladd Ellis, J r . , CPA, has been appointed assistant director of the Chicago District.
The Chicago District is responsible for Federal tax matters in northern Illinois,
where in fiscal year 1987 taxpayers filed 6.8 million returns and paid $44.7
billion in Federal taxes, the IRS said. Before being named to his position in the
Chicago District, Mr. Ellis served as the assistant director of the Memphis
Service Center, a position he had held since 1985.
Mr. Ellis began his career
with the IRS in 1972 as a revenue agent and held various management positions in
Dallas and Albuquerque, before becoming chief of the taxpayer service division in
Denver in 1979 and in Baltimore in 1983.

A

copy of Form 8594, Asset Acquisition Statement, was released by the IRS in an
advance copy of Announcement 88-107.
The IRS issued temporary and proposed
regulations for certain asset acquisitions under section 1060 of the Internal
Revenue Code in the 7/18/88 Federal Register (see the 7/25/88 Wash. R p t .).
Regulations under section 1060 require the filing of Form 8594 by the buyer and
seller of assets used in a trade or business to which goodwill or going concern
value could attach.
The form is required to be filed for an asset acquisition
that occurs in a tax year for which the due date (including extensions of time) of
the tax return is on or after 9/13/88.
Form 8594 will be available at IRS
distribution centers by the first week in August.
To order Form 8594, call 1-800424-3676.
Announcement 88-107 is scheduled to be published in Internal Revenue
Bulletin 1988-32, dated 8/8/88.

Proposed regulations relating to the treatment of salvage and reinsurance in
determining the paid and unpaid losses of property and casualty insurance
companies are the subject of an 8/31/88 IRS hearing (see the 7/26/88 Fed. R e g ., p.
28018).
The proposed regulations, concerning the treatment of salvage and
reinsurance under section 832(b) of the Internal Revenue Code of 1986, were
published in the 1/5/88 Federal Register (see the 1/18/88 Wash. R p t .).
The
hearing is scheduled to begin at 10:00 a.m. in the IRS Auditorium, Seventh Floor,
7400 Corridor, Internal Revenue Building, 1111 Constitution Ave., N.W.,
Washington, D.C.
Requests to testify and outlines of oral comments should be
submitted to the Commissioner of Internal Revenue, ATTN:
CC:LR:T (LR-65-87), Room
4429, Washington, D.C.
For further information after reading the notice, contact
Angela Wilburn or Carroll Field at the IRS at 202/566-3925.
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TREASURY, DEPARTMENT OF
Clarifying issues relating to taxable year election for partnerships. S corporations.
and personal service corporations, is the subject of Advance Notice 88-85, issued
recently by the IRS. The IRS said the notice clarifies two issues relating to the
election by a partnership, S corporation, or personal service corporation to use a
taxable year other than its required taxable year:
1) whether a trust described
in section 401(a) of the Internal Revenue Code that is exempt from Federal income
taxes under section 501(a) of the Code (a "qualified trust"), affects the
eligibility of a partnership or personal service corporation to make or continue a
section 444 election; and 2) whether contributions to a qualified trust constitute
"applicable payments" under section 7519 of the Code, or "applicable amounts"
under section 280H of the Code.
Temporary regulations interpreting sections 444,
7519, and 280H were published in the 5/27/88 Federal Register (see the 5/30/88
W a s h . R p t .).
The IRS said future regulations will provide that, for purposes of
section 1.444-2T of the regulations, the term "deferral entity" does not include a
qualified trust if and only if:
1) The qualified trust has no unrelated business
taxable income under section 511 of the Code attributable to its investment in a
partnership or personal service corporation that desires to make or continue a
section 444 election; and 2) The personal service corporation that is owned (in
whole or in part) by the qualified trust treats any dividend deductible under
section 404(k)(2)(A) or (B) of the Code and paid or distributed to an employeeowner as an applicable amount with respect to the taxable year of the personal
service corporation in which such dividend is otherwise deductible.
In addition,
the IRS noted, future regulations will clarify that, for any applicable election
year, any contribution to a qualified trust is not treated as an applicable
payment under section 7519 of the Code, or as an applicable amount under section
280H.
Notice 88-85 is scheduled to be published in Internal Revenue Bulletin
1988-32, dated 8/8/88.
For further information after reading the notice, contact
Arthur E. Davis III at the IRS at 202/566-3918.

SPECIAL:

SEC TESTIFIES AT CONGRESSIONAL HEARING
ADVISERS

ON FINANCIAL

PLANNERS

AND

INVESTMENT

"The term 'financial planner' has come to be used to describe persons whose business
consists, in whole or part, of providing comprehensive financial advice to
individuals." David S. Ruder, chairman of the SEC, testified at a hearing 7/26/88
before the Senate Banking, Housing and Urban Affairs Subcommittee on Consumer
Affairs. Accompanying Chairman Ruder was Kathryn McGrath, director of the SEC's
Division of Investment Management.
Chairman Ruder remarked that the SEC has asked
the National Association of Securities Dealers (NASD) to consider expanding the
scope of its regulatory authority to cover all investment advisers whether or not
they are also broker dealers and to determine what draft legislation would be
needed to implement the proposal.
In her testimony, Ms. McGrath stated that "the
idea of adviser self-regulation deserves serious consideration because of Federal
and state resource limits which impair the ability of regulations to maintain an
active examination program in the face of continued industry growth."
According
to Ms. McGrath, "S e l f -regulation would provide a mechanism to increase
surveillance of the advisory industry, at private, rather than public, cost." Ms.
McGrath noted that there are significant arguments against self-regulation,
including advisers having little self-interest in the regulation of the financial
viability, qualifications and practices of other advisers.
Also, the diversity in
the advisory industry could make it difficult to establish industry-wide
standards.
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Other witnesses at the hearing included representatives from the North
American Securities Administrators Association, the NASD, the International
Association of Financial Planners, the Institute of Certified Financial Planners,
and the American Society of Chartered Life Underwriters and Chartered Financial
Consultants.
Several of these industry representatives opposed having the NASD
serve as an adviser self-regulatory organization.

SPECIAL:

LEGISLATION EXPANDING THE INSPECTOR GENERAL ACT OF 1978 APPROVED BY HOUSE

Legislation creating a statutory office of Inspector General for the Department of the
Treasury has been approved by the House of Representatives.
The measure, H.R.
4054, also adds statutory Inspector General offices in the Department of Justice
and the Federal Emergency Management Agency.
Inspector General offices in the
Departments of Energy and Health and Human Services and for the Railroad
Retirement Board would be required to conform to the Inspector General Act of
1978, thereby bringing all statutorily established inspectors general in the
executive branch under one act.
In February of this year, the Senate passed S.
908, which creates separate statutory offices of Inspector General for the
Treasury Department and for the IRS. Since H.R. 4054 and S. 908 are not identical
in this respect and several others, differences between the two measures must be
resolved by conferees appointed from the House and Senate to a conference
committee. The House and Senate would have to approve the final version of the
legislation agreed to by the conferees before it could be signed into law by the
President.

SPECIAL:

AICPA CREDIT UNION CONFERENCE ANNOUNCED

The AICPA Third National Conference on Credit Unions will be held 10/24-25/88 at the
Hyatt Regency on Capitol Hill in Washington, D . C .
The objectives of the
conference are to provide accountants and credit union executives with 1) An
overview of current financial management and control techniques; 2) An update on
recent and pending accounting and auditing pronouncements and supervisory
regulations affecting credit unions; and 3) An opportunity to meet with key
industry leaders and representatives from the accounting profession and regulatory
agencies.
The keynote address will be delivered by David L. Chatfield, a member
of the National Credit Union Administration.
The program includes practical
sessions on these important subjects:
Evaluation of Investment Risks; EDP Fraud;
Accounting for Loan Fees and Costs; Evaluation of the Allowance for Loan Losses;
Update on Growing Activities in the Credit Union Industry; Current and Anticipated
Developments in Regulation; Accounting Standards and Emerging Issues Update;
Current Developments in Auditing; and Accounting for Credit Union Investments.
Recommended CPE credit is 16 hours.
For further information contact the AICPA
Meetings Department at 212/575-6451.
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For further information contact Shirley Tw illman at 202/737-6600.
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